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MANUFACTURING FACILITIES

WHAT IS cCOST SEGREGATION

« Engineering-based analysis that identifies and quantifies
building components

« Components are then reclassified into shorter-lived tax
categories, resulting in accelerated depreciation, tax
deferral, and increased cash flow

o Front-loading of depreciation leverages the time value of
money

WHY PERFORM COST SEGREGATION

o Accelerated depreciation can create $30,000-$200,000
in federal tax benefits for every $1M spent

o IRS-preferred strategy leverages your fixed assets while
serving as an excellent asset management tool

« Vehicle for tax savings — provides data supporting a
myriad of additional tax strategies, including bonus
depreciation

« Manufacturing facilities are great candidates - high level
of customization results in a large amount of assets that
can be accelerated

« Light manufacturing facility: In general, 10-30% of
assets eligible for accelerated depreciation
o Heavy manufacturing facility: On average, 30-50%
of assets eligible

» Under the One Big Beautiful Bill Act, portions of the
building shell directly related to production activity may
be classified as Qualified Production Property (QPP)

o For alimited time, QPP is eligible for 100% bonus
depreciation when certain criteria are met, further
boosting the impact of a Cost Segregation Study

WHICH MANUFACTURING FACILITY
ASSETS ARE COMMONLY SEGREGATED

o Shorter-lived 5 or 7-year assets may include:

Specialty electrical distribution

Dedicated specialized HVAC systems
Overhead cranes

Hyper-dense foundation pads and reinforced
flooring for heavy equipment
Special-purpose equipment like refrigerated
warehouses, clean rooms, etc.

Security systems

« Shorter-lived land improvements may include:

Landscaping
Underground utilities
Paved parking lot

Drain pipes, sanitary lines
Retaining walls




EXAMPLE ADDITION TO EXISTING STRUCTURE

» Manufacturer of precision machinery components for aerospace
industry

\ ) . 22,000SF addition newly constructed and placed-in-service

|

December 2025

Addition includes production area, storage area, breakrooms,
administrative space — 46.9% of space is dedicated to production
activities

Depreciable basis: $1,814,613

Engineers moved 4.3% to 7-year, 6.6% to 15-year, and 46.9%

to QPP

First Year Tax Savings: $421,828
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EXAMPLE AcQuISITION/RENOVATION

Manufacturer of ductwork and other HVAC components
Property was not previously used for manufacturing purposes —
renovations included a complete fit-out of office and production
areas

Placed-in-service December 2025

Depreciable basis: $9,911,158

Engineers moved: 3.8% to 7-year, 14.3% to 15-year land
improvements, 12.5% to QIP, and 55.5% to QPP

First Year Tax Savings: $2,951,044

WHERE caN I LEARN MORE

capstantax.com | 215-885-7510

VISIT - https://capstantax.com/cost-segregation-study/

SCAN ME
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Capstan Tax Strategies delivers engineering-driven spegialty tax solutions that maximize the valuable tax benefits of real estate
holdings. By complementing and collaborating with accounting firms, we arm commercialreal estate owners, executives, and
tenants with the data and analysis required tolaccelerate depreciation, maximize deductions, and.capture tax credits.
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